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? Stave Ferrar : .
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‘ Papers for President's Briefing Book for ;
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someé instences, agency changes may not be reflected becausd
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U,S. SUPRLY DEVELOPMENTS

i
b
I
]
i

y. Auninistration Pplicy and U.S. Energy Supply P

immediate decontiol of oll
posil : onse of U.S. petroleum markets to the ;
gzgisimt?n‘ gﬁary 1981 strongly swports the fres-market spproach to snergy
oolicy sdvocated by this Adeinistration.

11, 'Essentin) Fectors

j for
Entitlements Program eliminated subsidiss
Deccnftrol ;fnsﬁtim; :‘ngw c:tll oit:p?r:.s and encouraged domestic cil.f uplcu}gr{ :rn:g
G.Sé&oﬁm Lower U.S. oll imports contributed to lower cemand r? mOPEC. i1 and
ggc“r uorl'd oil prices. Most foreign governments strongly 3SuUppo dwont'
ripcision. .

111 Key Polnts

: Janu 1981, U.S. oil drilling activity has been 3
%;;(m%léam dlr?llirlg ’activlty Btrlxw":\a d;n:::lif :ﬁ pé‘:?)c‘t’io: ; mimt;
2t irg at over 200 thousa Jousd
iig:ctle%‘t::: vgxf-lddfllimp;?ws fell by over $4.00 per barrel and gasoline prices by
about 14 Cants psr gallon.

|
MOTOYEMS 1t more’ from the dou:ng of
Point-- nts in the U.S. oil market Tesu '
igninita oﬁwp:ms in 1979/80 rather than the decontrol decision.

oour | high potertis) motiva-
Tount zroolnt ~= jce increases in 1979/80 created a _
%w_iﬂl"%i:? %1111 pgecontrol released that potential by !lhii"g‘m:?u :::
"Limwerur'aio make production, consumption snd spending decisicns r;. | market
pmi:e ex;ecutions without cumbersome government irterference. Decontrol ql:n
'giwnd imnovations in merksting and use. ,

PoiH:-—The Reagan Administration decontrol decision only spesded P uhat Was sl-
Teady well underway from the Carter Administratlon.

: s a lot of credit, but the Rsegan Boministra-
Courkerpor }—r::g:*tomdecon" ?:os:r;eu and clearly st'lted objective © nl}‘ctni;g
ets o w k elimineted any doubt about the possibility of futurs prics ico rg 3
m:dmnm ve!:od\.loers to invest now in drilling and production ectivity knowing
'thhtsgreb-mmtpﬂces would prevall in the future.

: ntional oil production, low
irt—-While decontrol may have helped increase conve et
?c%% oil patlccs nnmtloviz'o down investment in U.S. synthetic fuels. A

" Coun e"‘ A market rsliance strategy will assure that invastments are asds on

tations. Recent
T and 71t expectations not political expec
the basis of ,;lc:mu d;nm private sector investmert in synthetlc fmés tﬁﬁ:
ptice !tml’ fueyh ars likely to be more economically sttractive. 13*; wyn iate
F . ration is continuing to consider financiel assistance to aid spprop
i;bmhmg?gmn developmant to expand synthetlic fuels production as ""’d‘d'ﬂ
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1.  Issuel

STOCRPILING S

’

The United States has emphasized on numerous occllian‘ that ﬁ

primary reliance on market forces together with high levels of

strategic stocks for discretionary national use are the best means
for dealing with future oil supply disruptions of whatever propor=
tion. ‘The United States has renained strongly opposed to any
formal ptock drawdown arrangement coordination, such as that
propossd by Italy and France, to counter the effects of minor
supply disruptions., These sa™= countries have attempted to link
discussions of increasing stock levels with those of stock use,

and in the past advocated utilizing flexible surge stocks: to reduce
prassure on the market in minor supply disruptions. i

11. Easential Facts:

At the Februvary 26 meeting of the IEA Governing Board, the U.S.
Gelegation successfully won 1EA support for remanding all atock
§ssues to one of the IEA subgroups for further considcrnﬁlon. whers
we hope to discourage further stock use initiatives. At the same
meating, the United States successfully eliminated the stock isaue
as a topic for the 1EA Ministerial in May. While we continus €O
support high levels of oll mtocks we remain strongly Opposed to
discunsion which would link stock levels and stock uae.

111. Talking Points

Criticismi Relatively minor oil disruptions can hava dramatic
cénsequences for individual countries' supply positions and for over
all price levels. Nonetheless there is no system which pddressss
stock management in these situations. o

Response: The U <. has continuously stressed that primary
reliance on the market together with high levels of strategic
stocks for discretionary national use are the best meana of dealing
with relatively minor oil disruptions. We 40 not belisve that
goveraments should interfere with the operations ©of the market.

Criticisms Supply interruptions similar to those o# 1979,
may b# beyond ths rescurces of private oil stocks for an inaividual

cpuntry, and yet be below the level that would trigger tha IEA
sharing systen, :

- Countsrpoints We believe the market is best able to fdeal with
such minor su y aisruptions and that governmant interferance

would exacerbate the shortfall.
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0]l Price Trends/Outlook vy

Iasus i

* Recent decline in world crude oil and refined produgpt
prices. :

¢ 7he outlook for oil prices in the future. ?

)

rssential Pacts

s~ 011

orld oil market has been extremsly weak in 1982. O
ig:a:mziian has continued its steep decline whicbhbﬂgfz.:z
3579. At the same time, oil exporting countries .;;i sen
profucing more oil than they could easily sall at o' lc 2 s
prices. The resulting over-supply has put prassure on 2::1- .
torecing o3l producers either to give official -niioq un:t.r‘
cial priop cuts as most non-OPEC and some OPEC : . xpo
have done, Or to cut production as OPEC 414 beginning.

April ), 1982.

e seshine tr ot price snn el R,

:;:%t:::&:g 2§-°2§§3§m?26p:§2::;in:i:;ézzh: t:::.::}ii::::dc

::3?::;::;0 g:;igéi;gpg:t::OZQiEiizzgni:mggiiicgz.ttéizz::; |

Bk oy EroachECs e Erepricine prieticrn, TS, O
trol, improved ene

nantol] slteminives wner xr cotl el e ite o

no upward pressure on real oil prices for the uo:t!on ral

yorrs.

-

ly résgonsible

: econonic activity has been primari i ,
%gin:;’ decline in oil consumption. Conseguently, |© lt::::b§
surption will increase with an upturn in the econowmy ‘
renswing upward pressure on prices. E {

)

EC and this
nt: Past overpricing of oll by OP
%%:?gfstr:t{on‘s reinforcement of market forces through

ion of the U.S.
of crude oil prices and dsregulat
ggioggggitry have been the ariving forces bshind tP. tt:::zLJ
toward greater efficiency in energy usage and un:q ozt:on'c
natives ko oil in the United States. This Administra o
market-oxiented policies will :iﬁ;: ::.;:§::.c::::.=§:tciont
proper price incentives to con e e receiva &

' v+ use of energy. This process G4
igoﬁt'iroa Administration policies to stimulate oﬁc?oaig

recovery., i
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Nptural Gas ~ Pricing and Supplies

T. Inpue

T )
~ N -

* persgulation of U.S. wellhead natural gas prices.
* puropean dependence on Soviet gas imports. L .o

1Y. Essential Pacts

o | - '
The Eutopean Community is concerned that the United Btatis may [
not. follow through on its commitment to the acceleratasd Lo
deregulation of domestic natural gas prices. They fear khat ' ;
continued controls will increase U.5. demand and reduce
roduction and force the United States to draw more heavily on 3
gntnrnh‘t'iml oil and gas markets. This concern has bes - ! ¥
heightened by the decision to defer legislation to accelarate Py
natural gas deregulation. Co : :

g .

Soviet and OPEC gas currently account for less than 18 percent (§ .
of Xuropean gas supplies; by 1990 Soviet and OPEC gas could v
contribute a® much as 35-40 percent of supply, basesd on . coon
i contracts that are currently under negotiation. The United
States is concerned that the Soviets might use this levarage
to try to win economic and political concessions from Europs.

Tammimigs tivy

‘7hdé U.5. position is to encourage the Europeans to develcp
alternative sources, especially new Norwegian gas supplies and
African LNG. The United States would like to deamonstrate that L
the sescurity provided by alternative sources outweighs any i
sdditicnal cost., P .

R s
b IS

Point: The U.B. Administration appears to have rcconﬂiéoroa
its comuitment to proceed with deregulation of natursl gas
prices. i

i

l .

.3 Due to an extrerely heavy legislative calendar,
53“3.:§n§§3§ia to defer introduction of legislation t?.;odi!y ;
and improve the manner in which the Ratural Gas Policy Act -
achizves deregulation of the wellhead price of naturn} gss,

We remain £irmly committed to the deregulation of the . pricing
of natural gas. .

p P
-. Polnts MNatural gas from the Soviet Union provides Burops with
. & reasonably priced source of energy to use in the reduction
of dependence on Middle East oil., -5 ‘
] . .
Counterpoints In estimating the cost of gas, Europe must . i
conBlder the cost, in terms of their supply security,! of -
!
t

L
T2

dependence on the Soviet Union. More consideration should be
given to ths development of secure sources of gas nuyply such
as gas from Korway. .

P Bl WEWRE TWCLSIN R Y

Coae .
.,"-_zr—n apeaey
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et 83 an alternative to reliance on insecurs
alleviate soma of the problems asscciated with
enpergy uss. One major public concarn

couvld be spe

4
‘
i

NUCLEAR ENERGY

185U% i

strong support from Summit leaders of commercial nuc#.nr
oil would help

increased nuclsarxr
is waste managexment vb;ch

cifically addressed in the context of incressed

{nternational technical cooperation.

i1.

'S0 rsactors sin
orders. The major Us problems ares
reduoed forecast
utility financial problems; 3) burdensome Tre

delays; and d) failure to reso

- axpuriencing
not NeCesEAYX
. Westearn countriss have some degr
associsted with radicactive waste disposal.
would agree that the technology for such disposa
is in hand, but the
to implasment it have not been made.

ESSENTIAL FACTS

The UB nuclesr industry has experienced cancellation of some
ce 1978 and has no current prospects for nevy domestic
1) reduced rate of growth and
s of future requirements of electricity demands 2)
gulations and licensing

lve the waste managsment isaue.

Most Western countries, with the exception of Pranca; are
similar reductions in planned nuclear growth,! although
{1y for all of the same reasons. 1In particular, all
ea of a public perception problsm

Most tachnical .experts
1 in a safe 'manner
political and institutional decisions necessary

Given this situationg nuclearx
in these countries would undoubtedly be gnhanced

ensrgy prospects
nevwed if Heads of State mads a strong statemant in

and confidence re
port of nuclear energy.

tion will assure & safe, ©
nuclear waste at the earliest practicable time. I havs

consideration by both Houses of Congress and pro

sup

In the United States, Pedsral lsgisla-

ffective solution for the disposal of
urged sarly

bo) mpt enactmant of
111 @llow us to move ahead and deal with zhis

{asus in B timely and responsible manner.

I11. ZALRIQG POINTS
point: Prance may press for a stronger p:o-nuclcqrgutatcn-nt.
nnsgogsﬁs progress in waste management lcqislatiénilu being
made, n April 29, 1982, the Senate passed 2 comprahens ive

yaste management bill.

We are strongly supporting and encouraging

sinilax action by the House. ’

prograns to
spurces. We should welcome

this matter within the NEA.

s .

' Declassifi

3]

ed

ortant'that all OECD countriss move ahead ﬁtih their

nimize future demands on insecure oil and gas
the attantion being directed| toward

It ds 4

I

i
H
[}
!

i !

N i
[
|
[

'

in Part - Sanitized Copy Approved for Release 2012/03/08 : CIA-RDP10M02313R000100750005-3

- & S S A T E st a3 . -.J



» - i '
Declassified in Part - Sanitized Copy Approved for Release 2012/03/08 : CIA-RDP10M02313R000100750005-3

|
' ! P
Dratted: DOE/IA/NE;RJaffe Ly
£/16/82 ext. 6133 | ;
Claared: DOE/NE:TDillen e 3
DO /NE; XHenock 1
DOE/IA:HThomas o

SiAlarson
CiJPaugh

OB : LXud low
CIA:TCorumack

-
0
T:ZChass i :
|
|
¥
|
NSCsHNau |
|
|

) ! "5;)

. ‘ akd

.‘ | it

» b i

' I i [ t

. b NS

i [ j A

v \ H Hy

H ! . e}
: ) i e
; : ! Wl
L : v
: ) "1
. ‘e,
.. ! | 1
. ; i R £
; | ‘
‘ i . "
: e

H o

: ud

1] B

: 'Ti'f

: fii

| e

| I ¥

f J l'if

<) u;x-_l

; by

) [ . P'&

: : Ly

i : 1M

: . H 12«‘-
; : ! LA
: ; : g.
! ; 1 1

: i B §22

: ‘ C ok

' ’ : pol

: | - R . i

! ? r . ' i
. : : : jI
: ' ‘v?

, :
! : i 5N
T fis

-0 ' i I B

P i

i 0 N E'}:Q

1 ' ‘ i

; : St

i : VoM

t L

; ! br';

(- | T

N [ ni

i [ e

I

| it

P4k

oo

: b

; P

T RS | i ‘ é;‘@

Declassifiéd in Part - Sanitized Copy Approved for Release 2012/03/08 : CIA-RDP10M02313R000100750005-3



Declassified in Part - Sanitized Copy Approved for Release 2012/03/08 : CIA-RDP10M02313

——r WO OCNIDC WAES) swweme e - -

3. 18BUE

‘jndustrializ«d count
anpp

- from non—-BC countries by qu

ATIONAL
N

{1) the signing of long-tarm contracts to
mines, rail transportation, and new port capacity

the operatio g
trade and price barriers’which restrict coal imports. ,

Conkistent with ourxr belinf that coal is key to reducing the
ries' dependence On ingzecure sources of energy
actions necessary to
These actions includes
{induce investment in new
and (2) allowing

n of market forces by reducing and/or eliminating

1ies, the U.S8. objsctive ig to Btress
romote coal use, production, and trade.

171. ESSENTIAL FACTORS

The econcmic recession coupled with the soft oil market have
narrowsd the price differential between coal and oil, temporarily
deflating coal demand. 1In addition, some Summit countries still
pursue trads policies which restrict coal imports, resulting in
continued Sependsnce on oil. FPor example, coal production in the
TX and Garmany is subsidized. Germany restricts {mports of coal

These evsnts threaten to stall or even reverse the.
to date, slowing the shift to alternatives, discour~
t necessary for structural change, and jeopazdizing
ty. The IEA doubts that the Venics.
e can now be met,

poliey.
progress made
a3ing investmen

the future supply securi
conmitmant to double coal production and us

7he President's Coal Export Policy Statement illustrates the

v.5, vommitment to increase coal production, use, and trade,
while our Bummit partners have dramatically increassd their use of

stean coal in the last several years, more could be done to
gacllitate their use of coal for the long term.

111, ‘TALXING POINTS ' ,

COAL 16 A RELIABLE, ECONOMICAL SOURCE OF ENERGY AVAILAZLE IN
QUANTITY PROM BECURE WESTERN SOURCES. WE SHOULD ALL BE SZEXING TO
O o COAL TO REPLACE AS MUCH OIL AND GAS AS POSSIBLE, CONSISTENT

WIT? PORCES IR WORLD MARKETS. 1

wHE DNITED STATES 1S THE WORLD'S LARGEST COAL EXPORTIR ARD
CAR SUPPLY ENOUGH COAL TO MEET GROWTH 1IN WEST EZUROPEZAN AND!
JAPANEZSE ENERGY DEMAND WELL INTO THE NEXT CENTURY. o

triticisms If the U.S5. wishes to increase ccal exports,
{t shoold sxpedite port development and inland transportation

systens to make prices more competitive and reduce bottlsnacks.
private industry is in the process of devel

otas and the UK through a "Buy Hational®

Rﬁag%na;: U.S. )
ing port facilities, with 144.5 million tons per annum of addicional
|

capacity currently under construction. Moreover, the railyosds
have developed an advanced ship reservation system whereby vesssls

can preregister for their
£irm long-term commitments from foreign buyers are necezm i y in

order to create a market environment conducive to continut)

investment in necessary facilities. . i
Criticisms U.B. harbors should be dredged to accommodate

1arger vesselis. :
Legislation is= currently bafore the U.B. % ngress

Res 1 1 X
to address the issue of port dredging. gxpansion of bnndclnq
capacity, however, has first priority. - a&m
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